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must conduct an environmental assess-
ment and a civil rights impact analysis
before a site can be accepted. Sites
may be determined by the Agency to be
unacceptable if any of the adverse con-
ditions described in this paragraph
exist.

(b) Structures located in central busi-
ness areas. The Agency will consider fi-
nancing construction or the purchase
and substantial rehabilitation of an ex-
isting structure located in the central
business area of a rural community.
With prior consent from the Agency, a
portion of such a structure may be des-
ignated for commercial use on a lease
basis. RHS funds may not be used to fi-
nance any cost associated with the
commercial space.

(c) Site development costs and stand-
ards. The cost of site development must
be less than or comparable to the cost
of site development at other available
sites in the community and the site
must be developed in accordance with 7
CFR part 1924, subpart C and any appli-
cable standards imposed by a state or
local government.

(d) Densities. Allowable site densities
will be determined based on the fol-
lowing criteria:

(1) Compatibility and consistency
with the community in which the MFH
is located;

(2) Impact on the total development
costs; and

(3) Size sufficient to accommodate
necessary site features.

(e) Flood or mudslide-prone areas. (1)
The Agency will not approve sites sub-
ject to 100-year floods when non-flood-
plain sites exist. The environmental re-
view process will assess the avail-
ability of a reasonable site outside the
100-year floodplain.

(2) Sites located within the 100 year
floodplain are not eligible for federal
financial assistance unless flood insur-
ance is available through the National
Flood Insurance Program (NFIP). The
Agency will complete Federal Emer-
gency Management Agency (FEMA)
Form 81-93, Standard Flood Hazard De-
termination, to document the site’s lo-
cation in relation to the floodplain and
the availability of insurance under
NFIP.
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§3560.59 Environmental requirements.

Under the National Environmental
Policy Act, the Agency is required to
assess the potential impact of the pro-
posed action on protected environ-
mental resources. Measures to avoid or
at least mitigate adverse impacts to
protected resources may require a
change in the site or project design.
Therefore, a site cannot be approved
until the Agency has completed the en-
vironmental review in accordance with
7 CFR part 1940, subpart G, or any suc-
cessor regulation. Likewise, the appli-
cant should be informed that the envi-
ronmental review must be completed
and considered before the Agency can
make a commitment of resources to
the project.

§3560.60 Design requirements.

(a) Standards. All Agency-financed
MFH will be constructed in accordance
with 7 CFR part 1924, subpart A and
will consist of two or more rental units
plus appropriate related facilities. Sin-
gle family structures may be used for
group homes and cooperative housing.
Also, manufactured homes may be used
to create MFH and single family hous-
ing originally financed through section
502 of the Housing Act of 1949 may be
converted to MFH. Maintenance re-
quirements are listed in §3560.103(a)(3).

(b) Residential design. All MFH must
be residential in character, except as
provided for in §3560.58(b), and must
meet the needs of eligible residents.

(c) Economical construction, operation
and maintenance. Taking into consider-
ation life-cycle costs, all housing must
be economical to construct, operate,
and maintain and must not be of elabo-
rate design or materials.

(1) Economical construction means
construction that results in housing of
at least average quality with amenities
that are reasonable and customary for
the community and necessary to appro-
priately serve tenants.

(2) Economical operating and mainte-
nance means housing with operational
and maintenance costs that allow a
basic rent structure less than or con-
sistent with conventional rents for
comparable units in the community or
in a similar community except that
when determined necessary by the
Agency to allow for decent, safe and
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sanitary housing to be provided in mar-
ket areas where conventional rents are
not sufficient to cover necessary oper-
ating, maintenance, and reserve costs.
Basic rents may be allowed to exceed
comparable rents for conventional
units, but in no case may the rent ex-
ceed 150% of the comparable rent for
conventional unit rent level.

(3) In meeting the Agency objective
of economical construction, operation
and maintenance, housing proposals
must:

(i) Contain costs without jeopard-
izing the quality and marketability of
the housing;

(ii) Employ life-cycle cost analyses
acceptable to the Agency to determine
the types of materials which will re-
duce overall costs by lowering oper-
ation and maintenance costs, even
though their initial costs may be high-
er; and

(iii) Provide assurances that costs
will be reduced when the Agency deter-
mines that housing costs are not eco-
nomical. If assurances cannot be pro-
vided, funding may be withdrawn.

(4) The housing proposal will give
maximum consideration to energy con-
servation measures and practices.

(d) Accessibility. All housing will meet
the following accessibility require-
ments.

(1) For new construction of MFH, at
least 5 percent of the units (but not
less than one) must be constructed as
fully accessible units to persons with
disabilities. The Uniform Federal Ac-
cessibility Standards (UFAS) will be
followed. Individual copies of these
standards are available from the Archi-
tectural and Transportation Barriers
Compliance Board, 1331 F Street, NW,
Suite 1000, Washington, DC 20004-1111,
Telephone: (202) 272-0080, TTY: (202)
272-0082, e-mail address: info@access-
board.gov. When calculating how many
accessible units are required, always
round up to the next whole number to
ensure the 5 percent requirement is
met.

(2) For existing properties that do
not have fully accessible units, the 5
percent requirement will apply when
making substantial alterations as de-
fined by UFAS. The UFAS defines sub-
stantial alteration as “alteration to
any building or facility is to be consid-

§3560.61

ered substantial if the total cost for a
twelve month period amounts to 50 per-
cent or more of the full and fair cash
value of the building * * *” UFAS fur-
ther defines full and fair cash value as
“the assessed valuation of a building or
facility as recorded in the assessor’s of-
fice of the municipality and as equal-
ized at one hundred percent (100%)
valuation, or the replacement cost, or
the fair market value.” The 5 percent
rule will also apply to repair or renova-
tion work on a single unit. For in-
stance, if a unit is damaged by fire and
extensive repair is necessary, to the ex-
tent possible the unit is to be con-
verted to a fully accessible unit.

(3) The variety of bedroom quantities
of fully accessible units will be com-
parable to the variety of bedroom
quantities of units which are not fully
accessible. Borrowers will not, how-
ever, be required to exceed the 5 per-
cent requirement simply to have an ac-
cessible unit of each bedroom quantity.
In addition, accessible units should be
distributed throughout the complex so
not to concentrate the units in one lo-
cation.

(4) All MFH must meet:

(i) The accessibility requirements as
contained in section 504 of the Reha-
bilitation Act of 1973;

(ii) The requirements of the Fair
Housing Amendments Act of 1988;

(iii) The requirements of the Ameri-
cans with Disabilities Act of 1990, as
applicable; and

(iv) All other Federal, State, and
local requirements. When architectural
standards differ, the most stringent
standard will be followed.

§3560.61 Loan security.

(a) General. Each loan made by the
Agency will be secured in a manner
that adequately protects the financial
interest of the Federal Government
throughout the period of the loan.

(b) Lien position. (1) The Agency will
seek a first or parity lien position on
Agency-financed property in all in-
stances. The Agency may accept a jun-
ior lien position if the Federal Govern-
ment’s interests are adequately se-
cured.
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